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Calendar  No.  775 

95th  Congress     )  SENATE  (  report 

2d  Session         f |  jn^q    95-844 


EXPORT-IMPORT  BANK  ACT  AMENDMENTS  OF  1978 

Mat  15  (legislative  day,  April  24),  1978.— Ordered  to  be  printed 


Mr.  Stevenson,  from  the  Committee  on  Banking,  Housing,  and  Urban 
Affairs,  submitted  the  following 

REPORT 

together  with 
ADDITIONAL  VIEWS 

[To  accompany  S.  3077] 

The  Committee  on  Banking,  Housing  and  Urban  Affairs,  havino- 
considered  the  same,  reports  favorably  a  committee  bill  (S  3077? 
to  amend  and  extend  the  Export-Import  Bank  Act  of  1945  and  for 
other  purposes,  and  recommends  that  the  bill  do'^pass. 

History  of  the  Legislation 
S.  2520  was  introduced  in  the  Senate  on  February  9,  1978   and  re- 

l^Illt  ^""-^^  '^Tu^'K?*'-  V^^  International  Finance  Subcommittee 
held  heanngs  on  the  bill  on  March  20  and  21,  and  April  7  and  13,  1978 
1  he  subcommittee  also  conducted  hearings  on  export  policy  and  re- 
lated issues  on  February  6  and  23,  March  9  and  30,  and  April  5,  1978 
.n-fo       j^°°^i™^^^,^^.™^^  ^^  ^P®^  executive  session  on  May  2,  3,  and  9 
1978  and  ordered  b.  3077  reported  favorably  to  the  Senate. 

Ihe  additions  to  the  provisions  of  S.  2520  agreed  to  by  the  com- 
mittee would  do  the  following: 

(1)  increase  from  $60  million  to  $100  million  the  threshold  amount 
tor  loans  and  financial  guarantees  which  the  Bank  must  submit  to 
^^ongress  for  25  days  of  continuous  session  before  finally  approvino- 
such  transactions  and  authorize  Bank  approval  of  all  transactions 
subject  to  prenotification  and  congressional  review  after  35  calendar 
days,  m  lieu  of  25  days  of  continuous  session,  if  either  House  of 
Congress  adjourns  for  10  days  or  more. 

(1) 


(2)  require  the  President  to  determine  for  which  foreign  countries 
it  is  in  the  national  interest  for  the  Bank  to  support  exports,  and  pro- 
vide for  congressional  review  of  the  Ust  of  countries  he  has  determined 
should  be  ehgible  to  receive  Bank-supported  exports; 

(3)  prevent  appHcation  of  environmental  regulations  issued  pursuant 
to  the  National  Environmental  Protection  Act  of  1969  to  Bank 
activities  having  no  environmental  impact  within  the  United  States; 

(4)  require  the  Bank  to  name  an  oflScer  to  encourage  exports 
related  to  non-nuclear  renewable  energy  resources  and  report  annually 
to  the  Congress  on  activities  taken  to  support  such  exports;  and 

(5)  request  the  President  to  begin  ministerial  level  mternational 
negotiations  to  end  predatory  export  financing  and  subsidization 
practices,  including  mixed  credits,  and  authorize  the  Bank  to  provide 
export  financing  competitive  with  that  provided  by  the  correspondmg 
agencies  of  other  countries. 

Purpose  of  the  Bill 

The  purpose  of  the  bill  is  to  extend  the  life  of  the  Export-Import 
Bank  and  increase  its  authority  to  provide  support  for  U.S.  exports 
which  cannot  obtain  competitive  financmg  in  the  private  sector.  1  tie 
bill  would  extend  for  5  years  the  Bank's  authority  to  make  new  coin- 
mitments  and  increase  by  $15  billion,  that  is,  from  $25  billion  to  $40 
billion,  the  limitation  on  the  aggregate  commitments  the  Bank  may 
have  outstanding  at  one  time.  The  limit  on  the  amount  of  guarantees 
and  insurance  which  the  Bank  may  count  against  the  aggregate  limita- 
tion on  commitments  at  25  percent  of  face  value  would  be  increased 
by  $5  billion,  that  is,  from  $20  billion  to  $25  billion 

The  bill  would  also  facilitate  Bank  support  for  U.S.  exports  by : 
limiting  congressional  review  of  large  Bank  credits  to  thoso  over  $1UU 
million;  permitting  the  Bank  to  give  final  approval  during  lengthy 
concrressional  adjournments  to  credits  which  would  otherwise  have 
to  await  the  return  of  Congress;  replacing  certain  restrictions  on 
Bank  support  for  exports  to  communist  countries  and  other  countries 
with  a  single,  comprehensive  review  procedure  for  determining  coiin- 
trv  eligibility  to  receive  Bank-supported  exports;  preventing  tlie 
subiectton  of  Bank-supported  exports  having  no  enyironmentai 
impacts  within  the  United  States  to  U.S.  en vu-onmental  protection 
requirements;  encouraging  Bank  support  for  solar  and  other  renew- 
able energy  equipment  exports;  and  calling  for  international  agree- 
ments to  ^control  official  export  credit  competition  while  empowering 
the  Bank  to  meet  such  competition  in  any  case. 

Need  for  the  Legislation 

The  Bank's  authority  to  make  new  commitments  in  support ^of 
U  S.  exports  of  goods  and  related  services  expires  on  September  oO, 
1978  This  legislation  is  needed  in  order  for  the  Bank  to  continue  to 
support  U.S.  exports  after  that  date.  This  legislation  is  also  needed 
to  provide  authority  for  the  Bank  to  offer  adequate  financing  lor 
U.S.  exports,  and  to  insure  that  the  Bank's  activities  consistently 
serve  U.S.  interests  and  objectives. 


The  Export-Import  Bank  is  a  U.S.  Government  agency  originally 
created  in  1934  and  presently  operating  pursuant  to  the  Export- 
Import  Bank  Act  of  1945,  as  amended  (12  U.S.C.  635).  The  purpose 
of  the  Bank  is  to  aid  in  financing  and  to  faciUtate  U.S.  exports.  The 
Bank  is  directed  to  provide  loans,  guarantees  and  insurance  for  U.S. 
exports  of  goods  and  related  services  on  terms  and  conditions  com- 
petitive with  those  available  to  foreign  competitors.  The  Bank  in 
providing  such  export  assistance  is  also  directed  to  seek  to  minimize 
international  competition  in  Government-supported  export  financing, 
to  judge  whether  there  is  a  reasonable  assurance  the  assistance  will 
be  repaid,  to  take  into  consideration  the  average  cost  of  money  to  the 
Bank,  and  to  supplement  and  encourage,  and  not  compete  with, 
private  capital.  The  Bank  must  also  take  into  account  any  serious 
adverse  effect  of  its  transactions  on  the  competitive  position  of  U.S. 
mdustry,  materials  in  short  supply,  employment  in  the  United 
States,  and  human  rights  in  the  importing  country. 

The  Bank  provides  direct  credits  and/or  financial  guarantees  for 
exports  requiring  repavment  terms  of  more  than  5  years.  Exports 
for  which  repayment  can  be  made  in  less  than  5  years  are  supported 
bv:  (1)  export  credit  insurance  through  the  privately-owned  Foreign 
Credit  Insurance  Association  (FCIA);  (2)  guarantees  on  medium- 
term  U.S.  bank  loans;  (3)  discount  loans  to  U.S.  banks,  and  (4) 
medium-term  loans  to,  and  in  cooperation  with,  foreign  financial 
institutions.  The  Bank's  total  exposure  at  the  end  of  fiscal  year  1977 
was  $25.3  billion,  of  which  $14.3  billion  was  direct  credit  exposure. 

1.  Extension  OF  Authority 

The  Export-Import  Bank  has  traditionally  received  5-vear  ex- 
tensions of  its  operating  authority.  The  last  thorough  review  of  the 
Bank's  activities  and  charter  was  conducted  in  1973  and  1974.  Tem- 
porary extensions  of  the  Bank's  authority  were  enacted  to  allow 
additional  time  for  congressional  deliberations.  The  Export-Import 
Bank  Act  Amendments  of  1974  (Public  Law  93-646)  extended  the 
Bank's  authority  until  June  30,  1978.  Last  year  legislation  was  adopted 
to  brmg  the  Bank's  authority  into  conformitv  with  the  Federal 
fiscal  year  by  providing  for  a  3-month  extension  to  September  30, 
1978  (Public  Law  95-143). 

S.  3077  would  extend  the  Bank's  operating  authority  for  5  years 
to  September  30,  1983.  The  committee  considered  the  alternative  of 
a  3-vear  extension.  Proponents  of  the  shorter  extension  argued  that  the 
pace  of  export  growth  and  changes  which  might  be  needed  in  export 
policy  made  early  reconsideration  of  the  Bank's  authority  and  func- 
tions desirable.  The  committee  recommended  a  5-year  extension, 
however,  in  order  to  send  a  clear  positive  signal  to  U.S.  exporters, 
foreign  buyers,  and  other  major  exporting  nations  that  the  Congress 
strongly  supports  the  Bank  and  the  expansion  of  U.S.  exports.  The 
committee  noted  that  the  Export-Import  Bank  Act  could  be  amended 
to  increase  or  revise  the  Bank's  authoritv  at  any  time  such  action 
proved  necessary. 


2.  Ceilings  on  Bank  Commitments 

The  bill  would  also  raise  current  statutory  limits  on  total  out- 
standing Export-Import  Bank  commitments  to  new  levels  to  accom- 
modate increased  Bank  support  for  U.S.  exports  over  the  next  5 
years  The  present  limitation  on  loans,  guarantees,  and  insurance 
which  the  Bank  may  have  outstanding  at  any  one  time  is  $25  billion; 
however,  up  to  $20  billion  of  the  Bank's  contractual  liability  tor 
guarantees  and  insurance  may  be  counted  against  the  aggregate 
limitation  at  25  percent  of  face  value. 

S.  .3077  would  increase  the  aggregate  limitation  to  $40  billion  ana 
the  limit  on  guarantees  and  insurance  which  may  be  charged  at  2  5 
percent  of  face  value  to  $25  billion.  It  should  be  noted  that  the 
Bank  may  extend  guarantees  and  insurance  m  excess  of  $25  billion. 
In  fact,  if  the  Bank  were  to  exercise  its  full  commitment  authority 
entirely  in  the  fonn  of  guarantees   and  insurance,   it   could   have 
outstanding  $25  bilhon  counted  at  25  percent  of  face  value  ($6.25 
billion)   and   an  additional   $33.75  billion   ($40  billion  rninus  $6.25 
billion)  at  full  face  value,  for  a  total  exposure  of  $58.75  billion.  Ihus, 
in  face  value  terms  the  Bank  would  be  authorized  by  fe.  30/7  to 
extend  as  much  as  $25  billion  in  guarantees  and  insurance  plus  another 
$33  75  billion  in  loans,  guarantees  and  insurance.  By  the  same  token, 
the  Bank  could  use  its  entire  $40  billion  authority  to  extend  direct 
credits,  leaving  no  room  for  guarantees  and  insurance.  The  Com- 
mittee's  action  leaves  the  Bank  Avith  broad  discretion  to   choose 
between  direct  credits,  and  guarantees  and  insurance  as  instruments 
to  support  U.S.  exports,  but  assumes  the  Bank  will  rely  upon  guaran- 
tees and  insurance  whenever  possible  in  order  to  maximize  private 
capital  participation  in  export  financing.  i  •     c    on^-r 

The  limitations  on  Bank  commitments  contained  m  fe.  6[)n  are 
consistent  with  the  Bank's  own  estimate  of  its  program  activity 
during  the  next  5  vears,  but  reflect  assumptions  which  may  prove 
too  conservative.  The  Bank's  estimate  is  shoAvn  m  tab  e  II,  and  as- 
sumes a  nominal  growth  rate  for  U.S.  exports  of  only  10  percent 
per  annum,  composed  of  approximately  5  percent  inflation  and  5 
percent  real  growth.  Inflation  may  exceed  5  percent  per  year,  especially 
for  the  large  capital  goods  exports  typically  supported  by  the  Bank, 
and  real  export  growth  should  exceed  5  percent  per  year  as  foreign 
countries  accelerate  their  economic  gi-owth.  U.S.  exports  must  grow 
more  rapidly  than  5  percent  per  year  in  real  terms  if  the  trade  deticit 
is  to  be  eliminated.  Other  factors  which  may  force  greater  reliance  on 
Eximbank  support  include  increased  competition  from  foreign  ot- 
ficial  export  credit  instrumentalities  and  decreased  private  bank 
financing  of  large  export  projects  as  U.S.  banks  near  legal  or  pru- 
dential limits  on  exposure  in  individual  foreign  countries  and  as 
domestic  lending  opportunities  increase.  The  Committee  expects 
the  Bank  to  request  an  increase  in  the  limits  on  Bank  contractual 
commitments  should  those  limits  be  approached  prior  to  the  end  ot 
the  5-year  extension  of  the  Bank's  authority  provided  by  b.  3077. 
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TABLE  l.-EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES-AUTHORIZATIONS  OF  LOANS,  GUARANTEES    AND 

INSURANCE,  FISCAL  YEARS  1970-78 
(Dollar  amounts  in  millions) 


Percent 

Regular 

change 

Discount 

loan 

from 

loan 

authoriza- 

prior 

authoriza- 

izations 

year 

izations 

Guaran- 

Percenf      tee  and  Percent 

change         insur-  change 

from           ance  from 

prior       author-  prior 

year      izations  year 


^}'Q?n  f^-o  ^58''         215.7        $1,759  44  0 

Ho2  Bl  522         (10.6)        3;  034  72.5 


Fiscal  year: 

1970 

1971 

1973 - ----:::-":-     2,296     24:8        m     ^m'    iim     30.1 

1974  ■ - -- 2,414     5.1     1,640     65.8    4  461     13  1 

1975:;::::: !•?§      A?-^,,      ,  ??^     («.7)    4;l95      lU) 

TQ...  - 2,285         (15.4)  1,204  8.3         5,131  14.0 

Fiscalyear:" " """ "  '^^^  - ^66 1,003 

1977 
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In  constant  dollars 


Fiscal  year: 
1970 


i97i;:::::::::-: y^H  39.0  $539  199.7  $1,925  36.7 

1972                   I' lit  ,H  ^o^  <l''-^>  3' 160  64.2 
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TABLE  II.— PROGRAM:  EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES— AUTHORIZATION  LEVELS 

[In  billions  of  dollars] 

Estimates  of  annual  aggregate  program  levels 

CBO— Infla- 
tion plus  real 
Administra-  export  growth 

tion  request  Eximbank      CBO— Infla-        at  5  percent 

Program  authority  (S.  2520)  estimates  tion  only  per  annum 

A.  Aggregate  limitation  on  loans,  guar- 

antees, and  insurance  outstanding: 

Fiscal  year  1978 25  25.0  19.4  18.9  18.9 

Fiscal  year  1979 40  32.5  22.7  21.5  21.5 

Fiscal  year  1980 40  32.5  25.6  24.5  24.8 

Fiscal  year  1981 40  32,5  28.9  27.7  28.5 

Fiscal  year  1982 40  NA  32.7  30.9  32.6 

Fiscal  year  1983 40  NA  36.9  34.4  37.3 

B.  Limitation  on  guarantees  and  insur- 

ance to  be  counted  at  25  percent 

of  face  value  against  aggregate 

program  limitation: 

Fiscal  year  1978. 20  20.0  11.1  8.6  8.6 

Fiscal  year  1979 25  25.0  13.1  10.5  10.5 

Fiscal  year  1980 25  25.0  15.1  12.5  12.9 

Fiscal  year  1981 25  25.0  17.4  14.7  15.& 

Fiscal  year  1982 25  NA  19.9  16.9  18.4 

Fiscal  year  1983 -  25  NA  22.9  i9.3  21.4 

3.  Prenotification 

The  bill  makes  two  changes  in  the  prenotification  requirements 
contained  in  section  2(b)(3)  of  the  Export-Import  Bank  Act.  The 
Bank  is  present!}^  required  to  submit  to  Congress  a  detailed  statement 
concerning  any  loan  or  financial  guarantee  which  (1)  equals  or  exceeds 
$60  million,  or  (2)  equals  or  exceeds  $25  million  for  energy-related 
exports  to  the  U.S.S.R.,  or  (3)  is  related  to  nuclear  power  facihties. 
The  Bank  may  not  give  final  approval  to  such  loan  or  guarantee  until 
the  statement  has  been  before  the  Congi*ess  for  at  least  25  daj^s  of 
continuous  session,  excluding  days  on  which  either  House  is  not  in 
session  because  of  an  adjournment  of  more  than  3  days  to  a  day 
certain. 

The  Bank  and  U.S.  exporters  have  expressed  concern  that  lengthy 
congressional  adjournments  sine  die  would  result  in  lengthy  delays  in 
Bank  approval  of  major  projects.  The  Committee  adopted  a  provision 
which  would  authorize  the  Bank  to  give  final  approval  to  loans  or 
financial  guarantees  subject  to  the  prenotification  requirement  of  sec- 
tion 2(b)(3)  after  35  calendar  days  or  25  days  of  continuous  session, 
whichever  comes  sooner,  if  either  House  adjourns  for  a  period  of 
10  days  or  more  after  receiving  the  Bank's  detailed  statement. 

The  Bank  has  assured  the  Committee  that  it  will  not  take  advantage 
of  the  provision  enabling  the  Bank  to  take  final  action  during  congi-es- 
sional  adjournments  in  order  to  circumvent  congressional  review,  and 
that  any  concerns  voiced  by  Members  of  Congi-ess  during  an  adjourn- 
ment about  a  proposed  transaction  reported  to  the  Congress  will  be 
seriously  considered  by  the  Bank.  Authority  to  determine  in  such  cir- 
cumstances whether  to  give  final  appi-oval  to  the  transaction  or  hold 
it  over  until  Congress  is  again  in  session  would  reside  with  the  Bank. 

The  Committee  also  increased  from  $60  miUion  to  $100  million  the 
threshold  amount  for  loans  and  financial  guarantees  (other  than  those 
related  to  nuclear  power  facilities  or  energy  exports  to  the  U.S.S.R.) 
requiring  prenotification  to  Congress.  The  purpose  of  the  $60  million 


threshold  adopted  in  1974  was  to  enable  Congress  to  review  very 
large  Bank-supported  projects  which  could  have  major  economic  and 
foreign  policy  ramifications.  The  cumulative  impact  of  price  inflation 
will  make  a  $60  million  export  transaction  in  1974  cost  more  than 
$100  milhon  m  the  1980s.  The  Committee  believes  the  higher  threshold 
is  justified  by  the  effect  of  inflation  on  export  prices  and  the  need  to 
avoid  burdening  the  Bank,  the  Congress,  and  U.S.  exporters  with  a 
prenotification  requirement  impinging  upon  a  growing  number  of 
projects  of  decreasing  significance. 

4.  Country  Eligibility 

,.'^.^?_?,.^^^^  would  replace  a  number  of  provisions  restricting  the 
eligibility  of  foreign  countries  to  receive  exports  supported  by  the 
Bank  with  a  new  procedure  for  determining  country  eligibility  based 
on  a  consistently  applied  set  of  criteria.  The  existing  statute  requires 
national  interest  determinations  before  the  Bank  may  support  ex- 
ports to  Communist  countries,  but  no  determinations  with  respect 
to  other  countries.  Communist  country  eligibility  is  also  based  upon 
observance  of  the  right  of  free  emigration  as  specified  in  section^  402 
and  409  of  the  Trade  Act  of  1974  (Pubhc  Law  93-618),  but  other 
countries  are  not  held  to  the  same  standard.  The  Export-Import 
Bank  Act  contains  a  separate  provision  in  section  2(b)(1)(B)  requir- 
ing the  Bank  to  consider  human  rights  practices  in  countries  receiving 
Bank-supported  exports,  as  well  as  the  eft'ect  each  export  may  have 
on  human  rights  in  a  given  country. 

The   amendment   adopted  by  the  Committee  would  require  the 
President  to  submit  to  Congress  a  list  of  countries  for  which  he  had 
determined  that  eligibility  to  receive  Bank-supported  exports  is  in 
the  national  interest — having  considered  with  respect  to  each  country 
such  factors  as  the  country's  relationship  to  the  United  States  and 
countries  friendly  or  hostile  to  the  United  States,  its  internal  stability 
and   creditworthmess,   and  its  policies   and   actions  with  respect  to 
peaceful  settlement  of  international  and  internal  disputes,  nuclear 
proliferation,  environmental  protection,  human  rights,  including  the 
right  to  emigrate,  and  such  other  factors  as  he  chooses.  Congress  would 
have  60  days  to  review  the  list  and  could  disapprove  it  bv  concurrent 
resolution  considered  under  expedited  procedures.  Congi-ess  could  not 
amend  the  list,  so  there  would  be  no  danger  that  Congress  would  add 
or  delete  countries  from  the  list  in  an  inconsistent  and  haphazard 
manner  without  the  President's  consent,  nor  that  consideration  of  the 
the  list  would  be  bogged  down  in  a  welter  of  amendments  to  the  list. 
Oiice  a  list  became  effective  it  would  remain  so  for  tlu-ee  years. 
I  he  President  could  submit  to  Congress  at  any  time  a  revised  list 
or  additional  countries  he  had  determined  should  be  eligible  to  receive 
Bank-supported  ex-ports,  having  considered  the  same  criteria  as  in 
the  case  of  the  initial  list.  Congress  would  have  the  same  60  day 
review  opportunity  and  power  of  disapproval  as  for  the  initial  list. 

II  a  list  or  additions  to  a  list  were  disajiproved  bv  Congress,  the 
Bank  could  continue  to  support  exports  to  those  countries  previously 
eligible  to  receive  such  exports.  If  there  were  no  effective  hst  of  eligible 
countries,  the  President  would  be  expected  to  submit  a  new  list 
A^thin  60  days  for  review,  and  continue  submitting  lists  until  an 
ettective  list  had  been  established. 
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The  amendment  empowers  the  President  to  take  a  country  off  the 
eh^ibility  Hst  at  any  time,  or  to  terminate  the  effectiveness  ot  the 
list  or  to  disapprove  any  transaction  of  the  Bank,  without  review  by 
■Congress.  Nothing  contained  in  the  amendment  would  requu-e  the 
Bank  to  support  exports  to  a  country  solely  because  it  was  on  an 
effective  list  of  eligible  countries.  ^      .,  i,t  -u  •     *u 

The  amendment  would  also  require  the  President  to  publish  m  the 
Federal  Register  a  list  of  countries  he  has  determined  on  the  basis 
of  the  same  criteria  to  be  ineligible  countries  and  specify  the  reasons 
for  such  determination  in  each  case.  The  Committee  considered  care- 
fullv  the  question  whether  omission  of  a  country  from  the  list  ot 
countries  which  the  President  had  determined  should  be  eligible  and 
submitted  to  Congress  implied  that  the  President  had  ipso  lacto 
determined  that  such  country  was  ineligible  for  inclusion  on  such  list 
and  must  publish  in  the  Federal  Register  the  name  of  such  country 
and  his  reasons  for  determining  it  to  be  ineligible.  The  Committee 
agreed  there  could  be  countries  which  the  President  had  not  placed 
on  the  proposed  list  of  eligible  countries  but  which  he  had  also  not 
ikiermmed  to  be  ineliirible  for  inclusion  on  such  list  Ihe  Committee 
adoi^ted  the  view  that  the  President  could,  for  dip  omatic  or  other 
reasons,  suspend  judgment  with  respect  to  a  particular  country,  and 
not  place  it  on  the  eligible  list,  but  also  not  determine  that  such  country 
would  not  in  fact  be  eligible  to  receive  exports  supported  by  the  Bank, 
but  the  President  would  not  be  required  to  list  such  country  m  the 
Federal  Register  and  give  reasons  why  it  is  not  eligible.  In  short,  the 
two  lists  would  not  have  to  include  every  country  in  the  world. 

The  purpose  of  the  amendment  is  to  provide  a  flexible,  but  sys- 
tematic basis  for  determining  which  countries  ought  to  be  eligible  to 
receive  Bank-supported  exports  in  the  light  oi  a  comprehensive  set  ot 
criteria  intended  to  msure  that  such  eligibility  is  consistent  with  the 
national  interest.  The  amendment  would  constitute  an  alternative  to 
determining  eligibility  in  the  Congress  in  an  ad  hoc  fashion  country- 
by-countryt  issue-by-issue.  The  amendment  was  adopted  by  the 
Committee  in  lieu  of  other  proposed  ^^^ejidments  which  would  have 
placed  a  statutory  ban  on  Bank  support  for  exports  to  the  Republic 
of  South  Africa  and  a  number  of  other  countries.  The  amendment 
deletes  from  the  Export-Import  Bank  Act  provisions  which  require 
national  interest  determinations  only  for  communist  countries  and 
require  the  Bank  to  review  human  rights  considerations  export-by- 
export  as  well  as  country-by-country.  The  amendment  -;^Pf f^^es  the 
emigration  requirements  of  provisions  of  the  Trade  Act  of  1974  con- 
cerning Bank  support  for  exports  to  all  non-market  economies  except 
the  Union  of  Soviet  Socialist  Republics.     ^     ^     ,  ,    ,        ,.. 

In  order  for  the  U.S.S.R.  to  be  eligible  for  Bank-supported  credits, 
the  em'g?ation  rquirements  of  the  Trade  Act  of  1974  would  have  to 
be  satisfied  and  the  U.S.S.R.  would  also  have  to  be  included  on  he 
list  of  eligible  countries.  In  principle,  the  amendment  should  be  the 
exclusive  method  for  determining  eligibility  for  ^^1  ^^^^f  ^^f/^^^^^f ' 
the  Committee  concluded  that  present  actions  by  the  U.b.b.K.  m 
Africa  and  with  respect  to  the  human  rights  of  its  own  citizens  did 
not  make  the  time  propitious  for  taking  any  action  fat  might  be 
misconstrued  as  being  concessionary  toward  that  country.  Ihus,  the 
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emigration  provisions  of  the  Trade  Act  of  1974  as  they  apply  to  the 
U.S.S.R.  are  unaffected  by  the  amendment;  the  amendment  will, 
however,  permit  an  even  broader  review  by  the  President  and  Con- 
gress of  U.S.S.R.  actions  before  it  is  made  eligible  for  Bank-sup- 
ported credits. 

The  amendment  does  not  affect  in  any  way  the  a})plicability  of  the 
Trade  Act  of  1974  in  determining  the  eligibility  of  non-market  coun- 
tries for  most-favored-nations  (MFN)  treatment  or  other  credit 
programs.  The  amendment  is  limited  solely  to  determining  eligibility 
for  Bank  credit  programs^ 

5.  Environmental  Impact 

The  Committee  bill  prevents  the  application  of  the  National  Envi- 
ronmental Protection  Act  of  1969  C'NEPA")  to  activities  of  the 
Export-Import  Bank  which  have  no  environmental  impact  within  the 
United  States,  until  such  time  as  the  Congress  adopts  legislation 
specifying  the  degree  to  which  NEPA  should  apply  to  such  actions. 
The  amendment  is  necessary  to  ensure  that  the  many  complicated 
and  sensitive  public  policy  choices  which  are  involved  will  be  debated 
and  resolved  by  the  Congress,  not  left  to  be  settled  through  inter- 
agency bargaining  by  executive  branch  bureaucracies. 

Committee  action  on  this  amendment  was  prompted  by  litigation 
concerning  NEPA  and  the  Export-Import  Bank  and  by  the  premature 
issuance  by  the  Council  on  Environmental  Quality  of  draft  regulations 
intended  to  require  the  Bank  and  other  Federal  agencies  to  prepare 
so-called  "foreign  environmental  statements"  for  actions  which  affect 
only  foreign  states  and  have  no  environmental  impact  within  the 
United  States.  The  Subcommittee  on  International  Finance  received 
testimony  from  many  exporting  firms  expressing  concern  that  im- 
posing such  requirements  on  the  Bank  would  lead  to  a  significant  loss 
of  business  to  foreign  competitors.  The  mere  discussion  of  the  draft 
regulations  appears  to  have  generated  great  uncertainty  in  the  bus- 
iness community  and  may  have  adversely  affected  U.S.  exports. 

The  Committee  recognized  that  different  opinions  exist  within  Con- 
gress as  well  as  elsewhere,  both  on  the  narrow  legal  question  of  whether 
NEPA  was  intended  to  have  extraterritorial  application  and  on  the 
basic  policy  question  of  how  to  integrate  U.S.  foreign  policy,  commer- 
cial, and  environmental  interests.  While  the  Committee  takes  no 
position  on  whether  NEPA  applies  or  should  apply  to  foreign  aid  or 
other  U.S.  programs,  the  Committee  believes  Congress  should  address 
itself  explicitly  to  the  polic}^  issues  involved  in  applying  environmental 
restrictions  to  U.S.  exports  Avhich  have  no  environmental  effects 
upon  the  United  States. 

The  amendment  will  encourage  Congress  to  accept  its  responsibilit}^ 
to  settle  the  controversy  through  legislation.  The  Committee  consid- 
ered and  rejected  a  substitute  amendment  which  would  have  required 
the  CEQ  to  issue  regijlations  which  would  not  take  effect  unless  ap- 
proved by  Congress.  Apart  from  reluctance  to  apply  a  legislative 
veto  to  regulations  issued  bv  the  executive  branch,  the  Committee 
preferred  to  retain  the  incentive  for  Congress  to  accept  its  duty  to 
legislate  on  the  subject. 
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6.  Energy-Related  Exports 

The  Committee  accepted  an  amendment  to  S.  2520  mtended  to 
encoara^-e  the  Bank  to  actively  promote  exports  based  upon  solar  and 
other  no'n-nuclear  renewable  energy  sources.  Supporters  of  the  amend- 
ment contended  that  the  Bank  has  given  msufficient  attention  to 
exports  related  to  energy  resources  which  could  serve  as  alternatives  to 
nuclear  and  fossil-fuel  energy. 

The  amendment  requires  the  Bank  to  name  an  othcer  responsible 
for-  (1)  advising  the  Bank  on  ways  to  promote  such  exports;  (-dis- 
seminating information  concerning  such  export  opportunities  and  Bank 
support  for  such  exports;  and  (3)  acting  as  a  liaison  between  the  Bank 
and  other  Federal  agencies.  The  Bank  would  also  be  required  to  report 
iinnually  on  its  activities  in  support  of  such  exports. 

7.  Export  Credit  Competition 

The  bill  would  (a)  direct  the  President  to  elevate  export  credit 
neo-otiations  to  the  ministerial  level  and  (b)  authorize  the  Bank  to 
nrSvide  guarantees,  insurance,  and  extensions  ot  credit  at  rates  and 
terms  and  other  conditions  which  are,  in  its  opmion  competitive 
with  those  provided  by  the  Bank's  foreign  ^ou^te^P'^^^f  •  Uf/^e^  P^f^??^^ 
law  Sec  2(b)(1)(A)  of  the  Export-Import  Bank  Act,  the  Bank  is 
directed  to  "seek  to  minimize  competition  m  government-supported 
export  financing"  in  cooperation  with  other  appropriate  U.S.  gov- 

^"rYirbitfwTukl*  authorize  the  President  to  begin  negotiations  at  the 
ministerial  level  with  other  major  exportmg  countries  to  end  preda- 
tory export  financing  programs  and  other  forms  of  export  subsidies, 
includino-  mixed  credits,  within  the  U.S.  and  m  third  country  markets. 
It  would  also  require  the  President  to  report  to  Congress  prior  to 
January  15,  1979  on  progress  toward  meeting  that  goal. 

The  existing  international  arrangement  on  officiallv  supported  ex- 
port credits  which  was  negotiated  by  the  Bank  and  its  lorei-n  counter- 
parts, effective  April  1,  1978,  is  inadequate  and  largely  ineffective 
The  i-reement  is  only  voluntary  and  does  not  rover  certain  ci edit 
practices  such  as  "mLxed  credits"  (combining  export  credit  and  toreigTi 
S)  and  'ancillary  insurance  schemes,  or  the  financing  o   certam  goods 
such  as  aircraft,  nuclear  power  projects,  and  agricultura  commodities. 
Thou-h  the  Bank  has  acted  in  good  faith  and  apparently  done  every- 
thing within  its  power  to  negotiate  a  meaningful  agreement  to  reduce 
export  financing  competition,  it  has  been  unable  to  ^e^^h  an  interna- 
tional consensus  with  its  counterparts  that  would  eliminate  tlie  preda- 
tory financing  practices  of  some  nations  which  have  adversely  affected 
th7mrketinS  Abilities  of  U.S.  companies.  The  Committee  realizes  that 
predatory  financing  and  protectionist  measures  pose  a  serious  threat 
ti  world  trade  and  ?ecogn(zes  that  it  is  vitally  important  lor  he  woiW  s 
major  exporters  to  reach  a  new  binding,  comprehensive  mternational 
aoreement  which  would  put  an  end  to  such  practices    To  accomplish 
this  objective,  the  Committee  believes  it  is  necessary  that  negotiations 
be  elevated  to  the  ministerial  level. 
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The  bill  would  also  authorize  the  Bank  to  offer  U.S.  exporters  finan- 
cial assistance  that  is  competitive  with  that  provided  by  foreign  gov- 
ernment-supported export  credit  instrumentalities.  The  purpose  of 
this  section  is  to  make  clear  that  the  Congress,  while  not  condoning 
predatory  export  financing  nor  advocating  increased  competition  in 
government-supported  export  financing  or  other  export  subsidization 
practices,  supports  the  Bank  and  U.S.  exporters  in  their  efforts  to 
meet  the  competition  in  foreign  markets,  and  encourages  the  Bank  to 
offer  our  exporters  assistance  on  competitive  terms  when  it  deems 
such  action  appropriate  and  consistent  with  its  statutory  authority. 
The  U.S.  will  not  passively  allow  its  exports  to  be  adversely  impacted 
by  the  predatory  financing  practices  of  others. 


Section-by-Section  Analysis  of  the  Bill 

TITLE  OF  THE  BILL 

Section  1  would  entitle  the  bill:  "Export-Import  Bank  Act  Amend- 
ments of  1978". 

PRENOTIFICATION 

Section  2  would  amend  the  Export-Import  Bank  Act  of  1945  to  in- 
crease from  $60,000,000  to  $100,000,000  the  threshold  for  Bank  loans 
or  financial  guarantees  or  combinations  thereof  requiring  prenotifaca- 
tion  to  the  Congress  pursuant  to  section  2(b)  (3)  (i)  of  such  Act.  Section 
2  would  also  authorize  the  Bank  to  give  final  approval  to  any  loan  or 
guarantee  or  combination  thereof  requiring  prenotification  pursuant 
to  section  2(b)  (3)  of  such  Act  35  calendar  days  after  submission  to  tbe 
Congress  of  a  detailed  statement  explaining  the  transaction,  it  either 
House  of  Congress  adjourns  for  a  period  of  10  days  or  more  after  re- 
ceiving the  statement.  Except  in  such  cases  of  Congressional  adjourn- 
ment, the  Bank  would  be  required  in  accordance  with  section  2(b)(3) 
to  await  the  elapse  of  a  25-day  period  of  continuous  session  ot  the 
Congress  after  delivery  of  a  detailed  statement  on  the  pending 
transaction. 

FRACTIONAL  CHARGES 

Section  3  would  amend  the  Export-Import  Bank  Act  of  1945  to 
increase  from  $20,000,000  to  $25,000,000  the  amount  of  the  Bank  s 
contractual  liability  for  guarantees  and  insurance  which  may  be 
charged  at  25  percent  of  face  value  against  the  aggregate  limitation 
on  the  Bank's  commitments  provided  m  section  7(a)  of  such  Act. 

COUNTRY  ELIGIBILITY 

Section  4  would  amend  the  Export-Import  Bank  Act  of  1945  to 
establish  criteria  and  a  procedure  for  determining  the  eligibility  ot 
foreign  countries  to  receive  exports  supported  by  the  Bank^ 

Subsection  4(a)  would  repeal  the  requirement  m  section  2(b)(l)Cl5J 
of  such  Act  for  human  rights  determinations  for  specific  countries  and 
loans  in  favor  of  including  such  criteria  in  the  country  eligibility  de- 
terminations to  be  made  by  the  President,  and  reviewed  by  the 
Congress,  under  subsection  4(d)  of  the  bill.  ,   ,     ^         ,  t 

Subsection  4(b)  would  repeal  Section  2(b)(2)  of  the  Export-Import 
Bank  Act  of  1945  which  requires  the  President  to  specifically  determine 
the  eligibility  of  any  communist  country  to  receive  exports  supported 
by  the  Bank,  and  which  further  requires  specific  Presidential  determi- 
nations with  respect  to  each  transaction  in  which  the  Bank  woukl 
extend  a  loan  of  $50  milHon  or  more  for  exports  to  a  communist 
country.  The  requirements  would  be  replaced  by  subsection  4(d)  ol 
the  bill  which  sets  eligibility  criteria  to  be  applied  uniformly  to  com- 
munist and  non-communist  countries. 

(12) 
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Subsection  4(c)  would  repeal  a  provision  of  the  Export-Import  Bank 
Act  of  1945  allowing  the  President  to  veto  any  Bank  transactions  he 
determines  to  be  contrary  to  the  national  interest  (undefined) ,  in  favor 
of  a  provision  in  subsection  4(d)  of  the  bill,  which  sets  forth  criteria 
governing  the  President's  national  interest  determinations  in  this 
regard,  and  authorize  the  President  to  disapprove  Bank  transactions 
after  making  a  determination  based  on  such  criteria. 

Paragraph  4(d)(1)  would  prohibit  the  Bank  from  providing  support 
for  exports  to  any  foreign  country,  including  its  agencies  or  nationals, 
unless  it  is  on  the  effective  list  of  eligible  countries  provided  for  in 
paragraph  (2).  The  President  would  be  required  to  make  a  separate 
national  interest  determination  with  respect  to  each  country  to  be 
included  on  the  list,  taking  into  account  the  country's  relationship 
to  the  United  States,  and  countries  friendly  or  hostile  to  the  United 
States,  its  internal  stability  and  creditworthiness,  and  its  policies 
with  respect  to  peaceful  settlement  of  international  and  internal  dis- 
putes, environmental  protection,  nuclear  proliferation,  and  human 
rights,  including  the  right  to  emigrate,  and  such  other  factors  as  he 
deems  appropriate. 

Paragraph  4(d)(2)  would  require  the  President,  subject  to  the  pro- 
cedures of  paragraph  5,  to  submit  to  the  Congress  within  60  days 
after  the  enactment  of  the  subsection,  a  list  of  countries  he  has  deter- 
mined should  be  eligible  to  receive  exports  supported  by  the  Bank. 
The  criteria  and  procedure  set  forth  in  subsection  4(d)  would  supersede 
sections  402  and  409  of  the  Trade  Act  of  1974  as  they  affect  Eximbank 
credits,  except  with  respect  to  the  Soviet  Union  (see  paragraph  8  of 
subsection  4(d)  of  the  bill).  The  list  would  be  effective  for  three  years, 
and  the  President  would  be  required  to  update  the  list  in  a  timely 
manner. 

Paragraph  4(d)(3)  would  authorize  the  President  to  take  any  coun- 
try off  the  effective  list  at  any  time,  or  tenninate  the  list  altogether, 
in  light  of  the  national  interest  factors  prescribed  in  paragraph  4  (d)  (2) . 

Paragraph  4(d)(4)  would  permit  the  President  to  add  a  country 
to  the  list  at  any  time,  subject  to  the  national  interest  determination 
and  congressional  review  procedures  of  paragraph  4(d)(5). 

Paragraph  4(d)(5)  would  give  the  Congress  the  right  to  disapprove 
within  60  days,  by  concurrent  resolution,  any  list  or  particular  coun- 
try determinations  submitted. 

Paragi'aph  4  (d)  (6)  would  give  the  President  the  right  to  disapprove 
any  Bank  transaction  to  a  foreign  country  in  light  of  the  national 
interest  factors  prescribed  in  paragraph  4(d)(1). 

Paragraph  4(d)(7)  would  provide  that  until  the  list  becomes  effec- 
tive, the  Bank  could  continue  to  finance  transactions  to  any  country 
eligible  for  Bank  credit  on  the  date  of  enactment  of  the  subsection, 
but  only  to  the  extent  then  eligible.  Should  a  list  expire  and  a  new  list 
not  yet  have  become  effective,  countries  on  the  expired  list  would 
remain  eligible  for  the  Bank's  programs,  unless  otherwise  directed  by 
the  President. 

Paragraph  4(d)(8)  would  provide  that  the  eligibility  procedures  of 
subsection  4(d)  of  the  bill  would  not  supersede  sections  402  and  409 
of  the  Trade  Act  of  1974  as  they  apply  to  the  Union  of  Soviet  Socialist 
Republics. 
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Paragraph  4(d.)  (9)  would  require  the  President  to  publish  in  the 
Federal  Eegister  a  list  of  countries  he  has  edtermined  to  be  ineligible 
based  on  the  criteria  established  in  paragrajih  ■i(d)  (1)  for  inclusion 
on  the  eligibility  list,  together  with  specific  reasons  for  such  determina- 
tions. The  President  would  be  authorized  to  amend  the  list  in  the 
Federal  Register  as  appropriate. 

Subsection  4(e)  would  establish  procedures  for  expedited  considera- 
tion of  any  resolution  to  disapprove  the  lits  of  eligible  comitries,  or 
the  addition  of  any  countiy  to  such  list. 

ENVIRONMENTAL   IMPACT 

Section  5  would  amend  the  Export-Import  Bank  Act  of  1945  to 
proscribe  the  application  of  rules,  regulations,  or  interpretations  pur- 
suant to  the  National  Environmental  Protection  Act  of  1969  to  the 
Bank's  activities  which  do  not  have  enviroimiental  impacts  within 
the  United  States,  uidess  otherwise  provided  by  law  enacted  after 
the  date  of  enactment  of  this  section. 

AGGREGATE   LIMITATION    ON    COMMITMENTS 

Section  6  would  amend  the  Export-Import  Bank  Act  of  1945  to 
increase  the  limitation  on  the  aggregate  of  loans,  guarantees,  and 
insurance  which  the  Bank  may  have  outstanding  at  any  one  time 
from  $25,000,000  to  $40,000,000'.  Section  3  of  this  bill  would  permit 
the  Bank  to  count  up  to  $25,000,000  in  guarantees  and  insurance 
against  the  aggregate  limitation  at  25  percent  of  face  value. 

EXTENSION   OF   AUTHORITY 

Section  7  would  amend  the  Export-Import  Bank  Act  of  1945  by 
extending  for  five  years,  from  September  30,  1978  to  September  30, 
1983,  the  Bank's  authority  to  make  new  contractual  commitments  in 
support  of  U.S.  exports. 

ENERGY-RELATED   EXPORTS 

Section  8  would  amend  the  Export-Import  Bank  Act  of  1945  to 
require  the  Bank  to  name  an  officer  whose  responsibilities  would 
include:  advising  the  Bank  on  ways  to  promote  exports  related  to 
non-nuclear  renewable  energy  resources,  disseminating  information 
on  Bank  support  for  such  exports,  and  acting  as  liaison  to  other 
Federal  agencies  on  such  matters.  Subsection  Sfb)  would  require  the 
Bank  to  include  in  its  annual  report  to  the  Congress  a  description 
of  specific  activities  and  programs  imdertaken  in  support  of  such 
exports. 

EXPORT  CREDIT  COMPETITION 

Subsection  9(a)  would  authorize  ministerial  level  negotiations  with 
other  major  exporting  countries  for  the  purpose  of  ending  predatoiy 
export  financing  programs  and  other  forms  of  export  subsidies,  in- 
cluding mixed  credits  (credits  which  provide  export  financing  on 
concessionary  terms  or  in  conjuction  with  foreign  economic  assistance) , 
and  would  require  the  President  to  report  before  January  15.  1079. 
on  progress  toward  that  end. 
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Subsection  9(b)  would  authorize  the  Bank  to  provide  export  sup- 
port which,  in  the  opinion  of  the  Bank,  is  competitive  with  that 
provided  by  the  export  credit  agencies  supported  by  the  govern- 
ments of  other  nations. 

FISCAL  IMPACT  STATEMENT 

In  accordance  with  section  252(a)  of  the  Legislative  Reorgailization 
Act  of  1970,  the  committee  estimates  the  bill  will  resul^^inadditional 
outlays  during  fiscal  year  1979  of  $595,500,000.  JIWs  concurs  with 
the  estimate  prepared  by  the  Congressional  Budget  Office. 

CONGRESSIONAL  BUDGET  OFFICE — COST  ESTI^ilATE 

1.  Bill  number:  S.  2520. 

2.  Bill  title:  The  Export-Import  Bank  Act  of  1978. 

3.  Bill  status:  As  ordered  reported  by  the  Committee  on  Banking, 
Housing  and  Urban  Affairs  of  the  U.S.  Senate  on  May  9,   1978. 

4.  Bill  purpose:  This  legislation  would  amend  the  Export-Import 
Bank  Act  of  1945,  as  amended,  to : 

extend  the  operating  authority  of  the  Bank  from  the  close  of 
business  on  September  30,  1978  until  the  close  of  business  on 
September  30,  1983 ; 

increase  from  $20  billion  to  $25  billion  the  limitation  on  the 
aggregate  amount  of  guarantees,  insurance,  coinsurance  and 
reinsurance  which  the  Bank  may  have  outstanding;  and 

increase  from  $25  billion  to  $40  billion  the  limitation  on  the 

aggregate  amount  of  loans,  guarantees  and  insurance  which  the 

Bank  may  have  outstanding. 

The  legislation  would  also  adjust  the  conditions  for  Bank  approval 

of  certain  loans,  financial  guarantees  or  combinations  of  the  two; 

establish  a  procedure  for  the  determination  of  the  countries  eligible 

for  participation  in  Bank  programs;  request  that  the  President  begin 

negotiations  with  other  major  exporting  countries  to  end  the  use  of 

export  subsidies  and  direct  the  President  to  report  to  the  Congress 

prior  to  Januar}^   15,   1979  on  progress  toward  meeting  this  goal: 

authorize  the  Bank  to  provide  guarantees,  insurance  and  credit  at 

rates,  terms  and  other  conditions  that  are  competitive  with  those 

provided  b}^  the  government  supported  export  credit  instrumentalities 

of  other  nations;  direct  the  Bank  to  name  an  officer  whose  duties 

would  involve  advising  the  President  of  the  Bank,   disseminating 

information,   and   acting   as   liaison  between   the   Bank   and   other 

departments  and  agencies  on  the  opportunities  for  and  means  of 

"promoting  exports  of  goods  and  services  used  in  the  development, 

production  and  distribution  of  nonnuclear  renewable  energy  resources; 

and  otherwise  amend  the  Act. 

5.  Cost  estimate : 
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Budget  function  150,  fiscal  years  1979-83 

Required  budget  authority:  MilUona 

1979 

1980 $1,  464.  5 

1981 2,  059.  4 

1982 2,  083.  4 

1983 2,  135.  2 

Outla5'S : 

1979 599.  5 

1980 1,  441.  6 

1981 1,890.  5 

1982 2,241.  8 

1983 2,  518.  9 

6.  Basis  for  estimate:  This  estimate  assumes  the  enactment  of 
this  legislation  on  or  before  October  1,  1978. 

The  costs  of  this  legislaion  derive  from  the  provisions  which 
extend  the  authority  of  the  Bank  to  authorize  credits,  financial 
guarantees  and  credit  insurance  through  fiscal  year  1983,  and  which 
increase  the  aggregate  limitations  on  the  net  amounts  that  may  be 
authorized  by  the  Bank.  The  budget  authority  and  outlays  associated 
with  this  legislation  are  estimated  as  the  difference  between  the 
amounts  that  would  result  if  the  Bank's  operating  authority  were 
extended  through  fiscal  year  1983,  and  the  amounts  that  would  result 
if  the  Bank  made  no  new  authorizations  in  fiscal  year  1979  or  later 
years. 

Budget  authority  equals  the  value  of  signed  credit  agreements  (S), 
plus  25  percent  of  the  net  change  in  guarantee  and  insurance  au- 
thorizations (I),  less  credit  repayments  (R),  cancellations  (C)  and 
Bank  net  income  (Y),  plus  any  change  in  the  balance  of  unobligated 
authority  available  to  the  Bank  (U) : 

Kequired  Budget  Authority=S+0.25  I-C-R-Y+U. 

The  balance  of  unobligated  authority  varies  in  magnitude  to  mini- 
mize the  amount  of  new  authority  required  in  any  period  and  prevent 
budget  authority  from  becoming  a  negative  amount.  If,  for  example, 
the  value  of  credit  repayments,  cancellations  and  net  income  were  to 
exceed  the  value  of  signed  credit  agreements  plus  25  percent  of  net 
guarantee  and  insiu-ance  authorizations  (i.e.,  S-|-0.25  I— C— R— Y<0), 
then  budget  authority  would  equal  zero  and  a  balance  of  unobligated 
authority  would  accumulate  (i.e.,  U=  — (S+0.25  I  — C— R— Y)>0). 
In  later  years,  this  balance  of  unobligated  authority  would  be  drawn 
upon  to  minimize  the  amount  of  new  budget  authority  required  to 
support  Bank  activities. 

Outlays  equal  actual  disbursements  on  credits  (D),  less  credit  re- 
payments (R)  and  Bank  net  income  (Y) : 

Outlays=D-R-Y. 

Signed  credit  agreements  and  credit  cancellations  are  estimated  as 
a  function  of  credit  authorizations  in  the  current  and  prior  years. 
Credit  disbursements  and  repayments  are  estimated  by  applying 
historical  rates  to  levels  of  credit  authorizations.  Net  income  is  esti- 
mated as  a  function  of  disbursements  and  repayments. 
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Assuming  the  enactment  of  this  legislation,  the  budget  authority 
and  outlays  associated  wath  the  Bank  are  estimated  to  equal: 

Required  budget  authority: 

Fiscal  year —  Milliona 

1979 

1980 $1,  464.  5 

1981 2,  059.  4 

1982 2,  083.  4 

1983 2,  135.  2 

Outlays : 

Fiscal  year — 

1979 254.  0 

1980 641.  8 

1981 772.  7 

1982 684.  4 

1983 967.  2 

These  estimates  are  based  upon  levels  of  credit  and  net  guarantee 
and  insurance  authorizations  for  fiscal  year  1979  of  $4.3  billion  and 
$1.9  billion,  respectively.  In  fiscal  year  1980  and  later  years,  these 
levels  are  adjusted  for  projected  price  changes,  based  upon  current 
CBO  economic  assumptions. 

As  a  result  of  the  relatively  low  levels  of  authorizations  during 
fiscal  year  1977,  a  balance  of  unobligated  authority  accumulated 
during  that  year.  This  balance  will  be  draun  upon  to  support  Bank 
activities  and,  as  a  consequence,  no  new  budget  authority  is  estimated 
to  be  required  for  fiscal  years  1978  or  1979.  In  fiscal  year  1980  the 
balance  will  be  depleted  and  an  estimated  $1.5  billion  in  budget 
authority  will  be  required  to  support  activities.  In  fiscal  year  1981, 
because  no  balance  will  be  available,  budget  authority  is  estimated 
to  rise  to  $2.1  billion.  Thereafter,  it  remains  at  roughly  that  level. 

Outlays  grow  from  fiscal  year  1979  through  fiscal  year  1983.  This 
growth  reflects  the  significant  growth  in  credit  authorizations  from 
fiscal  year  1977  to  1979  and  the  nominal  growth  in  credit  authoriza- 
tions thereafter,  as  well  as  the  fact  that  credits  tend  to  disburse  over 
a  number  of  years. 

The  budget  authority  and  outlays  associated  with  the  Bank,  assum- 
ing that  this  legislation  is  not  enacted,  are  estimated  to  equal: 

Required  budget  authority : 

Fiscal  year—  Millions 

1979 

1980 

1981 

1982 

1983 

Outlays: 

Fiscal  Year — 

1979 -$345.5 

1980 -799.  8 

1981 -1,  117.  8 

1982 -1,  377.  4 

1983 -1,  551.  7 

Budget  authority  is  estimated  to  equal  zero  and  the  balance  of 
unobligated  authority  estimated  to  increase  each  year.  Outlays 
increase  negatively,  reflecting  the  gradual  completion  of  disbursements 
from  credits  authorized  prior  to  fiscal  year  1979. 

The  amounts  associated  with  this  legislation  equal  the  differences 
between  the  above  estimates,  or: 
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Required  budget  authoritj': 

Fiscal  year —  Millions 

1979 

1980 SI,  4fi4.  5 

1981 2,  059.  4 

1982 2,  083.  4 

1983 2,  135.  2 

Outlays : 

Fiscal  year — 

1979 599.  5 

1980 1,  441.  0 

1981 1,890.  5 

1982 2,  241.  8 

1983 2,  518.  9 

Because  budget  authority  cannot  be  a  negative  amount,  the  outlay 
impact  exceeds  the  budget  authority  impact  in  a  number  of  years. 

6.  Estimate  comparison:  None. 

7.  Previous  CBO  estimate:  None. 

8.  Estimate  prepared  by:  Ramon  Espinosa. 
10.  Estimate  approved  by: 

James  L.  Blum, 
Assistant  Director  for  Budget  Analysis. 

EVALUATION  OF  REGULATORY  IMPACT 

In  accordance  with  subsection  5(a)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  the  Committee  has  evaluated  the  regulatory 
impact  of  this  bill.  The  Committee  concludes  that  the  bill  will  have 
no  additional  regulatory  impact. 

Changes  in  Existing  Law 

In  the  o])inion  of  the  Committee,  it  is  necessary  to  dispense  with 
the  requirements  of  paragraph  4  of  rule  XXIX  of  the  Standing  Rules 
of  the  Senate  in  order  to  expedite  the  business  of  the  Senate. 


ADDITIONAL  VIEWS  OF  SENATORS  RIEGLE,  PROXMIRE, 
WILLIAMS,  CRANSTON,  AND  BROOKE 

We  believe  the  committee's  failure  to  adopt  a  prohibition  on  further 
loan  guarantees  to  South  Africa  is  an  unwise  and  disheartening 
decision. 

The  unique  South  African  policy  of  apartheid — in  which  persons 
are  by  law  inferior  and  without  basic  rights  if  they  are  black  or  of 
mixed  race— is  repidsive  and  contravenes  even  the  most  fundamental 
notions  of  human  lights  and  dignity.  It  is  lamentable  that  the  com- 
mittee would  permit  the  Export-Import  Bank— an  agency  of  the 
United  States — to  extend  credit  guarantees  which  contribute  to  the 
perpetuation  of  this  institutionalized  racism. 

The  committee's  failure  to  take  this  action  is  particularly  troubling 
because  since  1964,  the  Bank  has  been  prohibited  by  National  Security 
Council  Directive  from  extending  direct  loans  to  South  Africa. 
However,  the  Bank  has  continued  to  aid  South  Africa  by  the  technique 
of  guaranteeing  loans  extended  by  private  U.S.  banks.  This  approach 
has  been  tolerated  in  the  apparent  hope  that  substantive  changes  could 
be  achieved  through  a  "carrot  and  stick"  technique.  Unfortunately, 
developments  in  South  Africa  do  not  justify  continuation  of  this 
approach.  But  the  committee's  vote  was  a  decision  to  do  just  that. 

To  be  sure,  the  money  involved  in  Eximbank  guarantees  to  South 
Africa  IS  relatively  small — $116  milHon  in  1977.  But  the  issue  of 
apartheid  is  a  profoundly  moral  one  which  tests  our  oft-stated  com- 
mitment to  human  rights.  Enactment  of  a  prohibition  on  further  loan 
guarantees  would  demonstrate  to  South  Africa  and  the  world  the 
Congress^  commitment  to  an  end  of  apartheid. 

The  principal  argument  made  against  a  cut-off  of  guarantees  is  that 
the  President,  not  the  Congress,  should  make  a  foreign  policy  decision 
of  this  nature.  This  argument  not  only  relegates  the  Congress  to 
virtual  nonparticipation  in  our  foreign  affairs,  but  also  ignores  the 
fact  that  the  Eximbank  Act  already  contains  Congressionally- 
imposed  restrictions  on  loans  to  the  Soviet  Union. 

Opponents  also  argue  that  it  is  hypocritical  to  single  out  South 
Africa  when  many  other  nations  engage  in  serious  human  rights 
violations.  While  A\4despread  repression  is  a  sad  fact  throughout  the 
world,  South  Africa  is  a  unique  case  because  of  the  1964  cut-off  of 
direct  Eximbank  loans,  the  institutionalization  of  its  racism,  and  this 
country's  long-standing  commitment  to  elimination  of  a})artheid. 
At  this  point  in  time,  we  believe  the  greater  hj^jocrisy  would  be  to 
allow  indirect  Eximbank  financing  to  continue  while  publicly  posturing 
to  the  contrary.  Moreover,  we  are  deeply  concerned  that  without  a 
rapid  end  to  apartheid  great  tragedy  will  befall  the  black  and  white 
population  of  South  Africa. 

(19) 


20 

We  believe  the  Congress  has  a  responsibihty  to  the  Nation  and  the 
victims  of  South  African  repression  to  confront  the  issue  of  apartheid 
and  American  aid.  We  hope  the  Senate  mil  meet  this  responsibility 
and  end  Eximbank  loan  guarantees  for  South  Africa  until  progress 
has  been  made  toward  eliminating  this  abhorrent  policy. 

Don  Riegle, 

U.S.  Senator. 
Bill  Proxmire, 

U.S.  Senator. 
Harrison  A.  Williams,  Jr., 

U.S.  Senator. 
Alan  Cranston, 

U.S.  Senator. 
Edward  W.  Brooke, 

U.S.  Senator. 
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ADDITIONAL  VIEWS  OF  SENATORS  TOWER  AND  LUGAR 

I  support  this  legislation,  which  would  extend  the  life  of  the  Export- 
Import  Bank  for  five  years  and  raise  the  Bank's  lending  limit  from 
$25  billion  to  $40  billion.  I  supported  these  changes  because  I  believe 
the  Bank  must  play  an  expanded  and  aggressive  role  in  fostering 
exports,  which  are  needed  if  we  are  to  reduce  our  massive  trade  deficit 
and  restore  confidence  in  the  U.S.  dollar. 

However,  I  believe  the  Bank  should  do  more  than  it  has  to  support 
agricultural  exports,  which  are  an  important  part  of  the  U.S.  export 
market.  Last  year,  the  U.S.  exported  nearly  $24  billion  in  agricultural 
products,  accounting  for  20  percent  of  all  U.S.  exports. 

However,  agricultural  exports  over  the  past  5  years  have  declined 
as  a  share  of  all  U.S.  exports.  Moreover,  the  real  volume  of  agricul- 
tural exports  declined  from  104  million  tons  in  1976  to  99  million 
tons  in  1977. 

The  Export-Import  Bank  has  not  played  a  major  role  in  assisting 
agricultural  exports,  even  though  there  is  nothing  in  the  Export- 
Import  Act  to  prevent  it  from  doing  so.  Last  fiscal  year,  the  Bank 
committed  only  2.1  percent  of  its  funds  to  assist  agricultural  exports. 
Only  4.7  percent  of  its  funds  have  supported  agricultural  exports  in 
the  first  6  months  of  this  fiscal  year.  I  believe  the  Export-Import 
Bank  could  do  more  to  help  maintain  an  expanding  level  of  agri- 
cultural exports  in  the  future,  particularly  in  view  of  the  fact  that 
agricultural  exports  make  up  a  significant  share  of  all  exports  from 
the  United  States. 

I  offered  an  amendment  in  committee  that  would  have  focused  the 
attention  of  the  Bank  on  the  need  to  provide  greater  assistance  to 
agricultural  exports.  Unfortunately,  the  Committee  rejected  this 
amendment  on  a  tie  vote. 

Opponents  argued  that  it  would  be  more  appropriate  to  foster 
agricultural  exports  through  the  Commodity  Credit  Corporation, 
which  is  designed  to  promote  agricultural  exports.  I  agree  that  the 
Commodity  Credit  Corporation  can  do  a  great  deal  to  help  expand 
agricultural  exports.  But,  the  Corporation  has  limited  resources  to 
do  the  job.  The  President's  budget  for  fiscal  year  1979  called  for  only 
$1.5  billion  to  fund  short-term  credits  to  support  agricultural  exports 
through  the  Commodity  Credit  Corporation.  The  Export-Import 
Bank,  on  the  other  hand,  has  a  lending  capacity  of  $25  billion  and 
the  Committee  has  approved  an  increase  in  the  Bank's  lending  limit 
to  $40  billion.  The  Export-Import  Bank  has  the  resources  needed  to 
assist  the  export  of  agricultural  products  on  an  increased  scale,  whereas 
the  Commodity  Credit  Corporation  does  not. 

For  those  reasons,  I  intend  to  offer  an  amendment  on  the  Senate 
floor  that  would  require  the  Bank  to  support  agricultural  exports  on 
a  scale  that  is  equal  to  the  ratio  of  agricultural  exports  to  total  exports 
in  the  economy  during  the  preceding  year.  If  this  amendment  were 
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adopted,  it  would  mean  that  roughly  20  percent  of  the  Bank's  re- 
sources would  be  devoted  to  supporting  agricultural  exports  next  year. 

This  requirement  would  not  be  rigid,  however.  It  would  not  have 
to  be  met  if  the  Bank  determines  that  the  demand  for  credit  by  agri- 
cultural exporters  is  not  adequate  to  meet  this  ratio  or  if  the  Secre- 
tary of  Agriculture  determines  that  agricultural  exports  would  be 
suffiicient  without  such  assistance  from  the  Bank, 

I  believe  this  amendment  would  ^o  a  long  way  to  increasing  the 
Bank's  involvement  in  fostering  agricultural  exports,  which  need  to 
continue  growing  in  order  to  reduce  our  trade  imbalance. 

John  Tower, 
Richard  G.  Lugar. 
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